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1. This publication contains current intelligence exclusively
and therefore has not been coordinated with the intelli-
gence organizations of the departments of State, Army,
Navy, and Air Force.

~2. This copy may be either retained, or destroyed by burning
in accordance with applicable security regulations, or
returned to the Central Inteliigence Agency.

WARNING -

This document contalns information affecting the na-
tional defense of the United States within the meaning
of the Espionage Act, 50 U.S.C,, 31 and 32, as amended.
Its transmission or the revelation of its contents in any
manner to an unauthorized person is prohibited by law.
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HIGHTLTIGHTS

In the lull following the recent London meetings,
the world developments which bear most directly upon
US security interests have .consisted of new indications
of Great Britain’s still precarious economic position, a
‘steady deterioration of the Iranian economy, and the be-
ginnings of a-regional non-Communist approach to Far
Eastern economic and political problems.

“The London meetings, although leaving some major
controversial issues unresolved, made strides toward the
concept of effective coalition through broad and continuous
.coordinated planning on all fronts--economic, diplomatic, -
and propaganda as well as military (see page 2).

. The decline of British foreign trade in April and
a.rise in industrial prices will almost certainly produce: _
some wage increases, adding to inflationary pressures and
weakening the competitive position 6f British exports (see
page 4). In Iran, continuing economic difficulties are
threatening the country’s internal stability at a time when
the USSR once again appears to be entering a phase of
intensive diplomatic and propaganda pressure (see page 5).

) OO O O O O O O 3

el I e |

) At the recent Commonwealth consultative conference
at Sydney, the UK representatives were successful in op-
_posing a grandiose Australian program for aid to Southeast
~-Asia and were able to concentrate the attention of the con-
ference upon making a modest first step toward regional
.cooperation in bolstering the area against Communist ag-
gression. The Baguio Conference of Asian nations, whigh
convenes on 26 May, will be careful to avoid aligning itgelf
directly with either the Soviet or the Western bloc (see*

—b

page 6).
i
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WESTERN EUROPE

- London Conference  Although the London Conference of
Foreign Ministers and the North

Atlantlc Council meeting did not result in full agreement

on all major controversial issues confronting the Western
Powers, the ministers did accept the principle that effec-
tive. coahtlon in the context of the cold war requires broad
and continuous coordinated planning on all frontsweconomlc
d1plomat1c and propaganda as well as mi litary. Moreover,

in reviewing the world situation, the conferees were able

to define and narrow their d]fferences and produce an atmos-
phere which should make it easier to progress toward closer .
agreement on such controversial and vital issues as the prob-
‘lem of building adequate military strength without impairing
economic stability, the status of West Germany, and the ‘
emancipation of colonial peoples. Probably the outstanding
by-product of the meetings was the French proposal for
pooling France-German coal and steel resources. This one
bold act served to capture the imagination of Europeans, offer -
ing a concrete program of action in ‘harmony with the broad-
objectives enunciated at the conference

) SECRET ,
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East-West Trade Recent Soviet-Satellite actions con-

- cerning East-West trade relations

and European railway agreements illustrate Soviet obstruc-
tionist and harassment tactics in dealing with the West and
could lead to a drastic curtailment in East-West trade.

.The work of the trade and agriculture committees of
the Economic Commission for Europe (ECE), which were
established largely upon Soviet initiative, has been effectively
deadlocked by Soviet refusal to furnish necessa.ry information
and by Soviet use of the committees as platforms for propa-
ganda attacks against the West, ' The trip to Moscow by the

-Executive Secretary of ECE, in an attempt to break the -dead-
lock; apparently did not meet with success; the USSR will’
probably continue to attack the West and to display a nega-
tive attitude at the next ECE session beginning 31 May. In
the face of this attitude, the Western Powers will refuse to
go on with the frustrated work of the trade and agriculture
committees and leave the next move, if any, to the USSR.’

The abrupt walkout of two Satellite delegations from
the meeting of the Preparatory Commission considering re-
vision of the Berne Convention (which governs the inter-
national movement of raitway freight and passenger traffic
in Europe) is another demonstration of Soviet obstructionism
and of the Soviet program of isolating the Satellites from the -
, -West. If the Satellites actually withdraw from the Convention,
<  Soviet control over Satellite import-export traffic would greatly
increase. Moreover, Western shippers, lacking the legal pro-
tection of the Berne Convention, would be forced to obtain from
the Satellites specific legal commitments or guarantees Tor
each shipment--a situation which would discourage and perhaps
eventually curtail East-West trade.

—.3*
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BELGIUM

Leopold Issue The anticipated victory of the pro-Leopold
Christian Social Party in the 4 June elec-
tions is not likely to result in an early clarification of King
Leopold’s status. The coming election campa1gn will be
waged almost exclusively over the royal issue, and will thus
tend to favor the Christian Social Party, which will attract
some pro-Leopoldists who, in the 1949 élections, were more
concerned with other issues and voted for the Liberal Party. .
Efforts to form an all-Cathblic Government are therefore
likely. Even if such a government is formed, any efforts on
its part to restore Leopold on his own terms would be opposed
by some Christian Socialists, who would be reluctant to antago-
nize the Liberal and Somallst parties and thereby run the risk
of Yurther intensifying the political tensions dividing the country.

UNITED KINGDOM

Economic Trends British economic prospects took a turn

for the worse durmg April, emphasizing
once again the precarious state of Britain’s economic position.
Exports and re-exports fell from the March high of £ 191 mil- -
lion to 156 million, while imports dropped proportionately less,
leaving a visible trade deficit of L55 million. Exports to the US
fell to $15.6 million,a sharp drop from the $19.7 million in
March and the lowest figure since October 1949. Industrial pro-
duction continues high, but in April the wholesale price index
rose 4.4 points to a new peak. Faced with r1smg prices, labor
is becoming morerestive under the” government s hold-the-

line wage'policy, and some increase in wages is considered

inevitable. Such a step would add to inflationary pressures,
further raise the prices of British industrial products, and
weaken the competitive position of British exports.

-4 -
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NEAR EAST-AFRICA

IRAN

Economic. Troubles Continuing economic difficulties in
. Iran are threatening the country’s
internal stability and weakening Iranian capabilities to
resist increased Soviet pressure. Expensive emergency
relief measures, instituted several months ago and still
. in'progress, have apparently exhausted both the national
treasury and the Seven-Year Plan funds, and unless this
_year’s harvest is sufficient to meet the country’s needs,
the situation will become exceedingly grave by winter. More-
over, Iran’s balance of payments, which has been favorable
for a number of years, shows a deficit of $32 million for the
year 1949-5C and is expected. to show a similar deficit for
1950-51. This imbalance is the result of sharply declining
exporis, emergency grain purchases, and an excessive im-""
portation of manufactured goods, many of them luxury items,
.The Anglo-Iranian Oil Company (AIOC) has reportedly agreed
to advance $16.8 million in oil royalties to Iran and, if Iran
were to ratify the pending AIOC agreement, the company would
pay enough to give the country.a surplus of some $26 million
on its balance of payments for the year 19506-51. Since it is
unlikely that the agreement will be ratified in the near future,
however, cuts will probably have to be made in relief and
development projects.

In addition to these internal difficulties, Iran is facing
increased diplomatic pressure from the USSR. A Soviet note
on 14 May renewed charges, first made on 31 January 1948,
that American activity on the Soviet-Iranian border was *‘in-
compatible with good neighborly relations between the USSR
and Iran,”’ and again intimated that.the 26 February 1921 treaty
might be invoked to justify Soviet intervention in Iran.,
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FAR EAST

Baguio Conference  The Baguio Conference of Asian nations,

' which will be convened on 26 May to
discuss a non-Communist regional association to promote com-
mon interests and preserve freedom, will probably carefully
avoid any actions which could be interpreted as alignment either
with the Soviet or Western bloc. Plans to hold the conference
were begun in August 1949 after Philippine UN Representative

- Carlos Romulo had extricated President Quirino from commit-

ments to a regional anti-Communist military pact, which Quirino
and Chiang Kai-shek had jointly proposed. While Romulo has
carefully avoided reference to military commitments in pre-
senting the revised proposal to other Asian nations, the Philip-

- pine Government apparently hopes that any emergent consulta-

tive: machinery will ultimately consider general security measures
for all participants. Romulo encountered difficulty in persuading
India ‘and Australia to participate; India, because of Prime Minis-~
ter Nehru’s desire that India remain a “‘third force” in the cold
war, and Australia because of its primary interest that the US

be included in any security pact. The ‘conference will probably
distuss economic development plans and a cultural exchange
program and common nationalist sentiment may result in

declarations that a greater measure of independence be granted
to Indochina. : :

Sydney Conference The recent Commonwealth consultative
conference at Sydney demonstrated the
Commonweaith’s interest in developing Southeast Asia’s ability
to resist the Communist threat. The conference agreed to
establish permanent machinery to plan and administer economic

aid to the area, and, as a token gesture, allocated immediate
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aid in the form of a E 3 million technical assistance fund.

.The permanent machinery for aid will consist of a central

secretariat of economic experts from- the various Common-
wealth nations who will collect information on development
plans and receive applications for aid. The conference
strongly emphasized that prospective recipients of aid must
rely on self-help and non-Commonwealth forms of aid to
the greatest exten! 'possible; Commonwealth funds will not
be granted unidl other sources have been exhausted. The
conference also agreed in principle to-a capital investment

| fund and a program to provide long-range planning along

OEEC lines. The conference was not a success from the
Australian point of view, since Australia had hoped to gain
prestige as a leader in Asia by achieving agreement on a
larger immediate aid program. It was, however, success-
ful in terms of UK policy, which was to avoid grandmse com-
mitments such as only the US could fulfill and to concentrate
instead on a modest first step toward regional cooperation

to bolster the area against Communist aggression.

UK -Chinese Relations The establishment of normal
diplomatic relations between the
UK and the Chinese Communist regime is currently being
blocked both by Communist indifference and by the stiffer
British attitude, particularly in connectibn with the disputed
Communist aircraft in Hong Kong. The Chinese Communists
are delaying negotiations partly because the UK has thus
far abstained from voting on the question of Chinese Com-
munist representation in the UN and partly because the
British, after.insistent US pressure, have for the time being
prevented the Communists from acquiring the remainder of
the Chinese Nationalist aircraft and aircraft parts in Hong
Kong. The recent statement by Foreign Secretary Bevin

SECRET
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indicating British willingness to seat the Chinese Com-
munists provided the USSR returns to the UN is not likely
to cause an early break in the present stalemate; regard-

less of British actions at the UN, it will be some time be-
fore voting alignments will change sufficiently to allow

seatmg the Chinese Communists.

BURMA

'Chinese Relatipns The Chinese Communists, after long

delays, have apparently decided to

- establish d1p10matic relations with the Burmese Govern-

ment. Aware that Communist military defeats in Burma .
make it impossible to recognize a Communist regime’
there, the Peiping Government has evidently decided that

a Communist diplomatic mission in Burma offers the most

immediately effective means of extending Communist in-

. fluence and undermining the Burmese Government. Such

a mission would be able to exert influence on the harassed
Marxist-influenced government, other left-wing non-Com-
munist groups, and the overseas Chinese community.
Moreover, the Peiping regime would use its mission in

- Burma fo facilitate the movement of material supplies to

insurgent Communist groups. Although establishment of
diplomatic relations would not result in the early overthrow

of the Burmese Government, it would add to the government’s -

problems and hamper the development of a pro-Western policy.
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INDONESIA

.Soviet Relations The Indonesian mission to Moscow
to discuss the exchange of diplomatic
‘missions with the USSR returned to-Jakarta without satis-
faction of Indonesia’s primary objective: to obtain a
guarantee that the USSR would offer no pbjection to Indo-
nesia’s admission to the UN. Both parties agreed that
. each country should send one representatlve to the other’s
- capital to make arrangements for the actual exchange of
missions, but Soviet verbal assurance of non-opposition
to Indonesmn membersmp in the UN was far from the
. -Specific commitment sought by the Indonesians. Leading
:Indonesian officials feel that their country should not
accept a Soviet Embassy unt11 the USI has actual]y been
accepted in the UN,

i
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WESTERN HEMISPHERE

Democracy Group The Inter-American Association for

-Democracy and Freedom récently
established at Havana has good prospects of surviving and
could become an effective instrument for influencing public
opinion. It already has the support of the Uruguayan demo--
cratic group (Junta Americana de Defensa de la Democracia),
the AF of L, the CIO, and prominent individuals from many
countries. Its success will depend primarily upon the extent
to which it is supported in the larger countries such as Brazil
and Mexico. As an organization opposed.to imperialism and
critical of dictatorships both of the right and the left, it could
serve to counter Communist propaganda and to promote US
objectives for the strengthening of democratic processes in
Latin America.

BOLIVIA

Political Stability = Although the Bolivian Government was
able to quell the latest revolutionary
threat its continued stability remains precarious. The re-
volt, wh1ch saw approximately 100 persons killed, was sup-
‘ported by both the rightist MNR and the Commumst-domin-'
ated PIR and was put down only because the army remained
loyal to the government. By declaring a state of siege and
granting a general wage increase, the government has
strengthened its capabilities for eradxcatmg organized Com-
munism and has somewhat alleviated worker dissatisfaction,
but the basic causes of unrest in Bolivia remain. General
economic difficulties, caused primarily by the low world
price of tin, have promptéd the government to take drastic
measures which have met with strong opposition from mine
operators, labor, importers and exporters; and the general

. public.
-SECRET
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